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O~ePoint Communications .Corp.··.·.
:',1., >'.~:,;.'.',:' Offer' to' Exchange its 14lh % 'Senior Notes d~e 20~.8~·~~H~.IB ':'i:::: '.:':":;L~

1 •• ' 'fof ,any and all of its outstanding 14Jh % 'Senior Notes due ·2008.'·! ... :., .:.?:'
:,-:.~.- ,:~:"': ..... :I...:,.·.~,·; ',J' • -,;", '. ',',' l ',: ~:.' ,I,~ '," ~ '.'I.I.1':(f";1~f ~'''.;.f·,,''( '; ,':

: , .,,';:-- ..The Exchange Offer wil!. ~xpire at 5:00 p.~., ~~:W y~~~, q9:.,~J;!""~~JI; :U;,L" ,Iii. ',k',

.:~:.,,:;-.. SepteDlber 10, 19~, ~ess exte.~de~ ... ·i:...... F;:·ijl,,~·'Jjlrri;1 \(1,. t>:,·, J .;','

'OnePoint Coininunications CorP., 'a Delaware corp6rlttion (the "Company") herebyoffetS (the ~~Exchang~
Offer"), i.lpo~'~e ,terms and conditions set forth in this Prospectus (the "ProspectUsf')and'the accompanying

::I:1hefof Transniittai (tlu("Letter of Transiniital"), to exchange; $1,000 pnncipal 'amount of it.s· '1,f'1h% Senior
'Notes due.:2oo8, ~Serie~.~ (the "Exchange Notes"), registered under the Securities ACt of 1933, as amended (the
;'·Seci.iiifies "Act'),pursliant to a Registration Statement of which this Prospectus isa 'part,foreach $1,000
,pri~cipal amount oqtS Outstanding 141,2% Senior Notes due 2008 (the "Old Notes"), of which $82,750,000
'prlricipal aniou~t ~~. outstanding. The fonn and tenns of the Exchange Notes .are the same as th:e form and term
oithe Old Notes except that (i) the Exchange Notes will bear a Series B designation and·.adifferent CUSIP
number)hanthe.Old Notes, (ii) the Exchange Notes will have. been registered under,t);te.$,ecuritiesAct.and,
(~et'efore,wlllflqt~a!,l~gends restricting the transfer ther~of anci (iiALhplders..o(the£~~h~.8~ ..~otes will not be
~~titled, it~P~~1 ,rig.!l,t;spf}~9Iders o~ Old Notes I;1nder the. Registr~tion ~ghts t-greemen.ts.c~s. ~efined) ..,The
Exchange Notes Will evidence the same debt as the Old Notes (which they replace) and will be issued under and
,6(;;::"e~fitled'io"!the benefit.s"df the inden~re dated as Of May 21,1998 (the' "Indenttir?') by arld among-the
coh!pany/the SUbsidi~ Gu~aritors'(as defined) 'andHarris Trust and Savings Barik~ as 'trUstee', governing the
Old Notes. The Old Notes 'and the Exchange Notes are sometimes referred to herein coJlectiv-e!y as the "Notes."
~e~,"~e..,Exc~ange Offer" and "D~scription of the Notes." . ,..,.,:: .:".,f:i< .;
;,:~ ,,;tThe Comp~yv:,i1l accept for exchange any and all Old Notes validly tendered and not Withdrawn prior to
5:00 p.m., New York City time on September 10, 1999, unless extended by the Company in its sole discretion
(the "Expiration· Date"). Tenders of Old Notes may be withdrawn at any time. prior to 5:00 p.m. on the
Expira~on Date. The Exchange Offer is subject to certain customary conditions. See "The Exchange Offer."

>.... "In~~rest on'the Notes will accrue from their date of original issuance and willbe'~~a:yahle semiapnually in
arrears on)uile l and December 1 of each year, commencing December 1, 1999, at the rate of 14Jh% per annum.
'The Notd's"willmatUre'on June I, 2008. The Notes are redeemable, in whole or in part, at the option of the
Company on or after June 1, 2003, at the redemption prices set forth herein, plus accrued and unpaid interest, if
any, to the date of redemption. In addition, prior to June 1,2001, the Company, at its option, may redeem up to
~5% of the aggregate principal amount of the Notes originally issued with the net cash proceeds of one or more
p.\lblic or private public or private offerings of Common Stock by the Company generating net cash proceeds to
the Company in excess of $20.0 million at a redemption price equal to 114.5% of the principal amount thereof,
plus accrued iiIld unpaid interest, if any, to the date of redemption; provided that at least 65% of the aggregate
principal amount of the Notes originally issued remains outstanding following such redemption. See
"Description of the Notes."

.'
'. In the event of a Change of Control, the holders of the Notes have the right to require the Company to

p~rchase the Notes at a price equal to 101 % of the aggregate principal amount thereof, plus accrued and unpaid
interest and Liquidated Damages, if any, to the date of purchase. There can be no assurances that, in the event of
a Change of Control, the Company will have or will have access to adequate funds to repurchase the Notes.

The Exchange Notes will be, as the Old Notes (which they replace) are, senior obligations of the Company,
and will, as the Old Notes (which they replace), rank pari passu in right of payment with all existing and future
unsubordinated Indebtedness (as defined herein) of the Company and senior in right of payment to any

(cover continued on/allowing page)

See "Risk Factors" beginning on page 12 for a description of certain risks to be
considered by holders who tender their Old Notes in the Exchange Offer.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES
AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION NOR HAS

THE COMMISSION OR ANY STATE SECURITIES COMMISSION PASSED UPON
THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY REPRE

SENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.



Management Expertise

OnePoint believes that its management and operations team is a critical component of its initial success and
will continue to be a key element of differentiation for the Company. The Company has built an aggressive and
experienced management team with extensive prior experience at ILECs, CLECs, IXCs and cable television
companies, including MFS Communications Company, MCI WorldCom. Inc. ("MCr WorldCom"), Sprint
Communications Co. ("Sprint") and AT&T Corp. ("AT&T"), among others. See "Business-Management
Expertise" and "Management."

Financing Strategy

The Company used approximately $80.5 million of the net proceeds from the Initial Offering to fund the
purchase of a portfolio of U.S. government securities (the "Pledged Securities"), which is intended to provide
funds sufficient to pay in full when due the first seven scheduled interest payments on the Notes. The Pledged
Securities are pledged as security for the repayment of principal of and interest on the Notes, Liquidated
Damages, if any. and all other obligations under the Indenture. See "Use of Proceeds" and "Description of the
Exchange Notes-Interest Reserve." Other proceeds have been, or will be, used to acquire private cable
television operators or their assets, to invest in video infrastructure, to invest selectively in a facilities-based
platfonn for telephony services, to repay borrowings under the Credit Facility (which were reborrowed on
December 14. 1998), to fund future capital calls by Mid-Atlantic, to fund working capital, to repurchase Notes
and for general corporate purposes, including operating losses. There can be no assurance that the Company will
be successful in raising sufficient additional debt or equity capital if necessary, or of the terms of any such
capital. Failure to raise and generate sufficient funds may require the Company to delay or abandon some of its
planned future expansion or expenditures. which could have a material adverse effect on the Company's growth
and its ability to compete in the telephony and video industry.

Recent Developments

In June 1998. the Company. through a wholly owned subsidiary. entered into a definitive agreement to
acquire substantially all of the assets used by People's Choice TV Corp. ("PCTV") and Preferred Entertainment,
Inc. to provide video service to MDUs in Chicago. Pursuant to the agreement, the Company acquired
approximately 28,000 video passings in 160 properties in July through October (the "PCTV Acquisition").

On November 6, 1998, the Warrants were separated from the Notes.

Between November 9, 1998 and June 10. 1999, the Company repurchased $92.25 million in principal
amount of Notes in the open market (the "Note Repurchases") for an aggregate total cost of $47.9 million. The
Company recognized extraordinary gains on the early extinguishment of this debt of $19.8 million in the fourth
quarter of 1998 and $12.4 million in the first quarter of 1999. The Company expects to recognize an
extraordinary gain of $8.1 million in the second quarter of 1999. Pursuant to the restricted securities agreement
entered into in connection with the issuance of the Notes, upon request by the Company, the trustee of the
Pledged Securities released approximately $26.7 million of such securities in February 1999 and an additional
$11.5 million of Pledged Securities in July 1999.

On November 18, 1998, the Notes began accruing Liquidated Damages as a result of the failure of the
Exchange Offer Registration Statement to be declared effective by the SEC.

In December, 1998 the Company borrowed $8.75 million and a $250,000 letter of credit was issued on its
behalf under the Credit Agreement.

The Company is at various stages of discussion with respect to other potential acquisitions in its targeted
markets but is not a party to a purchase agreement or letter of intent with respect thereto. The Company is also
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negotiating letters of intent with franchise cable television operators in its targeted markets providing for co
marketing of local and long distance telephony services to residents of the MDU passings served by these
franchise cable television operators.

The Recapitalization

The Company is the successor to OnePoint Communications, LLC (the "Predecessor"). The Predecessor
was originally fonned in 1996 by Ventures in Communications, L.L.c. ("VIC"), and AMI-VCOM2, Inc.
("AMI2"). Through a series of transactions from the fourth quarter of 1997 through April 1998, VenCom,
L.L.c. acquired an equity interest in the Predecessor, and the Predecessor was recapitalized and merged with the
Company in order to become a corporation. See "The Recapitalization."

Risk Factors

See "Risk Factors" for a discussion of certain factors relating to the Company and its business that should
be carefully considered before tendering Old Notes in exchange for Exchange Notes.

The Initial Offering

Old Notes. . . . . . . . . . . . . . . . . . . . . .. The Old Notes were sold by the Company on May 21, 1998 to the
Initial Purchasers as part of the Units pursuant to a Purchase
Agreement dated May 15, 1998 (the "Purchase Agreement"). The
Initial Purchasers subsequently resold the Units, including the Old
Notes to qualified institutional buyers pursuant to Rule 144A under
the Securities Act.

Registration Rights Agreement ..... , Pursuant to the Purchase Agreement, the Company, the Subsidiary
Guarantors and the Initial Purchasers entered into a Registration
Rights Agreement dated as of May 21, 1998 (the "Registration
Rights Agreements"), which grants the holders of the Old Notes
certain exchange and registration rights. The Exchange Offer is
intended to satisfy such exchange rights which tenninate upon the
consummation of the Exchange Offer.

The Exchange Offer

Securities Offered. . . . . . . . . . . . . . .. $82,750,000 aggregate principal amount of 14'h% Senior Notes due
2008, Series B.

The Exchange Offer $1,000 principal amount of Exchange Notes in exchange for each
$1,000 principal amount of Old Notes. As of the date hereof,
$82,750,000 aggregate principal amount of Old Notes are
outstanding. The Company will issue the Exchange Notes to holders
on or promptly after the Expiration Date.

Based on an interpretation by the staff of the Commission set forth
in no-action letters issued to third parties, the Company believes that
Exchange Nares issued pursuant to the Exchange Offer in exchange
for Old Notes may be offered for resale, resold and otherwise
transferred by any holder thereof (other than any such holder which
is an "affiliate" of the Company within the meaning of Rule 405
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Expiration Date . . . . . . . . . . . . . . . . . .

Accrued Interest on the Exchange
Notes and the Old Notes .

under the Securities Act) without compliance with the registration
and prospectus delivery provisions of the Securities Act, provided
that such Exchange Notes are acquired in the ordinary course of
such holder's business and that such holder does not lnterid to
participate and has no arrangement or understanding with any
person to participate in the distribution of such Exchange Notes. The
Company has not, and does not plan to, submit a request for its own
no-action letter.

Any Participating Broker-Dealer that acquired Old Notes for its own
account as a result of market-making activities or other trading
activities may be a statutory underwriter. Each Participating Broker
Dealer that receives Exchange Notes for its own account pursuant
to the Exchange Offer must acknowledge that it will deliver a
prospectus in connection with any resale of such Exchange Notes.
The Letter of Transmittal states that by so acknowledging and by
delivering a prospectus, a Participating Broker-Dealer will not be
deemed to admit that it is an "underwriter" within the meaning of
the Securities Act. This Prospectus, as it may be amended or
supplemented from time to time, may be used by a Participating
Broker-Dealer in connection with resales of Exchange Notes
received in exchange for Old Notes where such Old Notes were
acquired by such Patticipating Broker-Dealer as a result of market
making activities or other trading activities. The Company has
agreed that, for a period of 180 days after the Expiration Date, it will
make this Prospectus available to any Participating Broker-Dealer
for use in connection with any such resale. See "Plan of
Distribution.' ,

Any holder who tenders in the Exchange Offer with the intention to
participate, or for the purpose of participating, in a distribution of
the Exchange Notes could not rely on the position of the staff of the
Commission enunciated in no-action letters and, in the absence of
an exemption therefrom, must comply with the registration and
prospectus delivery requirements of the Securities Act in connection
with any resale transaction. Failure to comply with such
requirements in such instance may result in such holder incurring
liability under the Securities Act for which the holder is not
indemnified by the Company.

5:00 p.m., New York City time, on September 10, 1999 unless the
Exchange Offer is extended, in which case the term' 'Expiration
Date" means the latest date and time to which the Exchange Offer
is extended.

Each Exchange Note will bear interest from its issuance date.
Holders of Old Notes that are accepted for exchange will receive, in
cash, accrued interest thereon to, but not including, the issuance date
of the Exchange Notes. Such interest will be paid with the first
interest payment on the Exchange Notes. Interest on the Old Notes
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Comli~ons to the Exchange Offer ....

Procedures for Tendering Old Notes ..

Untendered Old Notes .

Consequences of Failure to
Exchange .

Shelf Registration Statement .

accepted for exchange will cease to accrue upon issuance of the
Exchange Notes.

The Exchange Offer is subject to certain customary conditions,
which may be waived by the Company. See "The Exchange Offer
-Conditions.' ,

Each holder of Old Notes wishing to accept the Exchange Offer
must complete, sign and date the accompanying Letter of
Transmittal, or a facsimile thereof, in accordance with the

. instructions contained herein and therein, and mail or otherwise
deliver such Letter of Transmittal, or such facsimile, together with
the Old Notes and any other required documentation to the
Exchange Agent (as defined) at the address set forth herein. By
executing the Letter of Transmittal, each holder will represent to the
Company that, among other things, the Exchange Notes acquired
pursuant to the Exchange Offer are being obtained in the ordinary
course of business of the person receiving such Exchange Notes,
whether or not such person is the holder, that neither the holder nor
any such other person has any arrangement or understanding with
any person to participate in the distribution of such Exchange Notes
and that neither the holder nor any such other person is an
"affiliate," as defined under Rule 405 of the Securities Act, of the
Company. See "The Exchange Offer-Purpose and Effect of the
Exchange Offer" and "-Procedures for Tendering."

Following the consummation of the Exchange Offer, holders of Old
Notes eligible to participate but who do not tender their Old Notes
will not have any further exchange rights and such Old Notes will
continue to be subject to certain restrictions on transfer.
Accordingly, the liquidity of the market for such Old Notes could
be adversely affected.

The Old Notes that are not exchanged pursuant to the Exchange
Offer will remain restricted securities. Accordingly, such Old Notes
may be resold only (i) to the Company, (ii) pursuant to Rule 144A
or Rule 144 under the Securities Act or pursuant to some other
exemption under the Securities Act, (iii) outside the United States
to a foreign person pursuant to the requirements of Rule 904 under
the Securities Act, or (iv) pursuant to an effective registration
statement under the Securities Act. See "The Exchange Offer
Holders Who Fail to Exchange Will Be Subject to Restrictions on
Transfer. "

If any holder of the Old Notes (other than any such holder which is
an "affiliate" of the Company or a Subsidiary Guarantor within the
meaning of Rule 405 under the Securities Act) is not eligible under
applicable securities laws to participate in the Exchange Offer, and
such holder has satisfied certain conditions relating to the provision
of information to the Company for use therein, the Company and the
Subsidiary Guarantors have agreed to register the Old Notes on a
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Special Procedures for Beneficial
Owners '" .. , .

Guaranteed Delivery Procedures .....

Withdrawal Rights

Acceptance of Old Notes and Delivery
of Exchange Notes .

Use of Proceeds .

Exchange Agent. . . . . . .

shelf registration statement (the "Shelf Registration Statement")
and use their best efforts to cause it to be declared effective by the
Commission as promptly as practical on or after the consummation
of the Exchange Offer. The Company and the Subsidiary Guarantors
have agreed to maintain the effectiveness of the Shelf Registration
Statement for, under certain circumstances, a maximum of two
years, to cover resales of the Old Notes held by any such holders.

Any beneficial owner whose Old Notes are registered in the name
of a broker, dealer, commercial bank, trust company or other
nominee and who wishes to tender should contact such registered
holder promptly and instruct such registered holder to tender on
such beneficial owner's behalf. If such beneficial owner wishes to
tender on such owner's own behalf, such owner must, prior to
completing and executing the Letter of Transmittal and delivering its
Old Notes, either make appropriate arrangements to register
ownership of the Old Notes in such owner's name or obtain a
properly completed bond power from the registered holder. The
transfer of registered ownership may take considerable time.

Holders of Old Notes who wish to tender their Old Notes and whose
Old Notes are not immediately available or who cannot deliver their
Old Notes, the Letter of Transmittal or any other documents
required by the Letter of Transmittal to the Exchange Agent (or
comply with the procedures for book-entry transfer) prior to the
Expiration Date must tender their Old Notes according to the
guaranteed delivery procedures set forth in "The Exchange Offer
Guaranteed Delivery Procedures."

Tenders may be withdrawn at any time prior to 5:00 p.m., New York
City time, on the Expiration Date.

The Company will accept for exchange any and all Old Notes which
are properly tendered in the Exchange Offer prior to 5:00 p.m., New
York City time, on the Expiration Date. The Exchange Notes issued
pursuant to the Exchange Offer will be delivered promptly following
the Expiration Date. See "The Exchange Offer-Terms of the
Exchange Offer."

There will be no cash proceeds to the Company from the exchange
pursuant to the Exchange Offer.

Harris Trust and Savings Bank (the "Exchange Agent") is serving
as Exchange Agent in connection with the exchange offer of
Exchange Notes for Old Notes.

The Exchange Notes

General . . . . . . . . . . . . . . . . . . . . . . .. The form and terms of the Exchange Notes are the same as the form
and terms of the Old Notes (which they replace) except that (i) the
Exchange Notes bear a Series B designation and a different CUSIP
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Maturity .

Interest

"

Ranking .

Interest Reserve .

number than the Old Notes, (ii) the Exchange Notes will have been
registered under the Securities Act and, therefore, will not bear
legends restricting the transfer thereof, and (iii) the holders of
Exchange Notes will not be entitled to certain rights under the
Registration Rights Agreements, including the provisions providing
for an increase in the interest rate on the Old Notes in certain
circumstances relating to the timing of the Exchange Offer, which
rights will terminate when the Exchange Offer is consummated. See
"The Exchange Offer-Purpose and Effect of the Exchange Offer:'
The Exchange Notes will evidence the same debt as the Old Notes
and will be entitled to the benefits of the Indentures. See
"Description of Exchange Notes."

June 1, 2008.

The Exchange Notes will bear interest at the rate of 14\12% per
annum, payable semi-annually in arrears on June 1 and December I,
commencing December I, 1999.

The Exchange Notes will be general obligations of the Company,
will rank pari passu in right of payment with all existing or future
unsubordinated Indebtedness of the Company, and will rank senior
in right of payment to any subordinated Indebtedness of the
Company. As of March 31, 1999, the Company had $110.4 million
of senior Indebtedness, including the Notes.

The Company used approximately $80.5 million of the net proceeds
from the Initial Offering to purchase the Pledged Securities, which
were pledged to the Trustee for the benefit of the holders of the
Notes, and which are in an amount intended to be sufficient upon
receipt of scheduled interest and principal payments, to provide for
payment in full when due of the first seven scheduled interest
payments on the Notes. When each of the first seven interest
payments is due, the Trustee will apply the proceeds of a sufficient
amount of Pledged Securities to pay the interest then due. As a result
of the Note Repurchases, on February 24, 1999 upon request by the
Company, the trustee of the Pledged Securities released
approximately $26.7 million of such securities and an additional
$11.5 million of such securities in July 1999 to the Company which
are available to the Company for general corporate purposes.

Upon the acceleration of the maturity of the Notes or upon certain
redemptions and repurchases of the Notes, the Pledge Agreement
provides that the Trustee will apply the proceeds of a sufficient
amount of Pledged Securities to pay the amounts owed by the
Company to holders of the Notes at such time. Immediately
following the earlier of (i) the payment in full of the seventh
scheduled interest payment on the Notes and (ii) the day on which
all of the Notes have been repurchased, redeemed or defeased, if no
Default or Event of Default is then continuing. the remaining
Pledged Securities, if any, will be released from the pledge and the
outstanding Notes (if any) will be unsecured obligations of the
Company.
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Subsidiary Guarantees The Company's obligations under the Notes are jointly and
severally, fully and unconditionally, guaranteed by the Subsidiary

. Guarantors. The Subsidiary Guarantees will rank senior in right of
payment to any subordinated Indebtedness, of the SubsidiarY'
Guarantors and pari passu withany unsubordinated Indebtedness of
the Subsidiary Guarantors.· See "Desc'ription of the Notes-':'
Subsidiary Guarantees." ,

Sinking Fund : . . . . . . . . . . . .. None.

Optional Redemption The Notes may be redeemed at the option of the Company, in whole
or in part, on or after June I, 2003, at a premium declining to par in
2006, plus accrued and unpaid interest and Liquidated Damages, if
any, through the redemption date.

In addition, the Company will be entitled, at any time on or before
June 1,2001 to redeem up t~ '35% of the ag'gregat~ 'principal amount
of the Notes with the net cash proceeds of one or more public or
private offerings of Common Stock by the Company generating net
cash proceeds to the Company in excess of $20.0 million at a
redemption price equal to 114.5% of the principal amount thereof,
plus accrued and unpaid interest and Liquidated Damages, if any,
thereon, to the redemption date; provided at least 65% of the
aggregate principal amount of Notes originally issued remain
outstanding immediately after giving effect to such redemption. See
"Description of the Notes-optional Redemption."

Change of Control , In the event of a Change of Control, the holders of the Notes have
the right to require the Company to purchase the Notes at a price
equal to 101 % of the aggregate principal amount thereof, plus
accrued and unpaid interest and Liquidated Damages, if any, to the
date of purchase. See "Description of the Notes-Repurchase at the
Option of the Holders-Change of Control."

Covenants . . . . . . . . . . . . . . , . . . . . .. The Indenture contains certain covenants that, among other things,
limits the ability of the Company and its Restricted Subsidiaries to
make certain restricted payments, incur additional Indebtedness and
issue Disqualified Stock (as defined herein), pay dividends or make
other distributions, repurchase equity interests or subordinated
Indebtedness, engage in sale or leaseback transactions, create certain
liens, enter into certain transactions with affiliates, sell assets of the
Company or its Restricted Subsidiaries, conduct certain lines of
business, issue or sell equity interests of the Subsidiary Guarantors
or enter into certain mergers and consolidations. In addition, under
certain circumstances, the Company is required to offer to purchase
the Notes at a price equal to 100% of the principal amount thereof,
plus accrued and unpaid interest and Liquidated Damages, if any, to
the date of purchase, with the proceeds of certain asset sales. See
"Description of Notes-Certain Covenants."

For additional information concerning the Notes and the definitions of certain capitalized terms used above,
see "Description of Notes."
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Summary Historical and Pro Forma Financial Data of t!1e Company.

'DJe following table sets forth selected historical and pro fonna financial and other data of the Company. The
selected consolidated statement of operations and balance sheet data set forth below as of December 31, 1996, 1997
and 1998 and for the periods then ended are 'derived from the financial statements of the Company which have been
audited by Ernst & Young LLP, independent auditors. The unaudited consolidated financial data at March 31, 1999
and for the three months ended March 31, 1998 and 1999 include all adjustments (consisting only of nonnal recurring
adjustments) which management considers necessary for a fair presentation of the financial information for those
unaudited periods. The results of operations for the three months ended March 31, 1999 are not necessarily indicative
of the results of operations that may be expected for the full fiscal year ending December 31, 1999. The Compcmy was
formed in 1996 and has generated operating losses and negative cash flow from its limited operating activities to date.
As a result of the Company's limited operating history, prospective investors have limited operating and financial data
about the Company upon which to base an evaluation of the Company's performance and the decision to tender Old
Notes in exchange for Exchange Notes. The selected financial data set forth below should be read in conjunction with
"Management's Discussion and Analysis of Financial Condition and Results of Operations," the consolidated financial
statements, including the notes thereto and the Pro Forma Unaudited Condensed Balance Sheet and Statement of
Operations, contained elsewhere in this Prospectus. :
I "" •.

Period from
March 14,

1996 to
December 31,

1996

Unaudited
Pro Forma

Year Ended Year Ended Year Ended
December 31, December 31, December 31,

1997 1998 1998(1)

(Dollars in thousands)

Three Months
Ended

March 31,
1999

Unaudited
Pro Forma

Three Months
Ended

March 31,
1999(1)

Statement of Operations Data:
Net revenue .
Cost of revenue .
Selling, general and administrative

expenses ..
.Depreciation and amortization .
Loss from operations .
Interest expense .
Other income (expense) .

, Income tax provision (2)(3) .
.Loss on equity investments .
Extraordinary item .
Net loss .

.$

2,021
19

(2.040)

4

(2,036)

$ 43 .$ 6,953 .$ 9.585 $ 4,419 .$ 4,419
83 8,765 10,550 4,177 4,177

12,788 27.873 28.852 10,118 10,118

235 1,455 2,842 587 587
(13,063) (31.140) (32,659) (10,463) (10,463)

(11) (15,846) (13,154) (4,242) (3,292)

55 6.059 6.059 473 473

(3.072) (3.698) (3.698) (870) (870)

19,799 19,799 12,427 12,427

(16,091) (24,826) (23.653) (2,675) ( 1,725)

As of
December 31, 1998 As of March 31, 1999

Actual Actual ProForma

(Dollars in thousands)

Balance sheet data:
Cash and cash equivalents .
Working capital . . . , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Total assets , . . . . . . .
Long term debt .
Redeemable preferred stock. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Unitholders' equity .
Stockholder's equity , .

10

.$ 5.730 .$ 6.103 .$ 6.013
15,199 14,906 5,451

149.307 117,054 106,682
138,503 107,233 88,773

35.000 35,000 35,000

(36.872) (40,228) (32,140)



THE EXCHANGE OFFER

Purpose and Effect of the Exchange Offer

, The Old Notes were originally sold by the Company on May 21, 1998 to the Initial Purchasers as part of
the Units pursuant to the Purchase Agreement. The Initial Purchasers subsequently resold the Units, including
the Old Notes, to qualified institutional buyers in reliance on Rule 144A under the Securities Act. As a condition
of the Purchase Agreement, 'the Company and the Subsidiary Guarantors entered into the Registrati6n Rights
Agreement with the Initial Purchasers pursuant to which the Company and the Subsidiary Guarantors agreed, for
the benefit of the holders of the Old Notes, at the Company's cost, to use their best efforts to (i) file the Exchange
Offer Registration Statement within 120 days after the date of the original issue of the Old Notes with the
Commission with respect to the Exchange Offer for the Exchange Notes: (ii) use their best efforts to cause the
Exchange Offer Registration Statement to be declared effective under the Securities Act within 180 days after
the date of the original issuance of the Old Notes and (iii) use their best efforts to consummate the Exchange
Offer on or prior to 30 business days after the date on which the Exchange Offer Registration Statement was
declared effective by the Commission. Upon the Exchange Offer Registration Statement being declared effective,
the Company will offer the Exchange Notes in exchange for surrender of the Old Notes. The Company will keep
the Exchange Offer open for not less than 20 business days (or longer if required by applicable law) after the
date on which notice of the Exchange Offer is mailed to the holders of the Old Notes. For each Old Note
surrendered to the Company pursuant to the Exchange Offer, the holder of such Old Note will receive an
Exchange Note having a principal amount equal to that of the surrendered Old Note. Interest on each Old Note
will accrue from the last interest payment date on which interest was paid on the Old Note surrendered in
exchange therefor or, if no interest has been paid on such Old Note, from the date of its original issue. Interest
on each Exchange Note will accrue from the date of its original issue.

Under existing interpretations of the staff of the Commission contained in several no-action letters to third
parties, the Exchange Notes will in general be freely tradeable after the Exchange Offer without further
registration under the Securities Act. However, any purchaser of Old Notes who is an "affiliate" of the Company
or who intends to participate in the Exchange Offer for the purpose of distributing the Exchange Notes (i) will
not be able to rely on the interpretation of the staff of the Commission, (ii) will not be able to tender its Old
Notes in the Exchange Offer and (iii) must comply with the registration and prospectus delivery requirements of
the Securities Act in connection with any sale or transfer of the Old Notes, unless such sale or transfer is made
pursuant to an exemption from such requirements,

As contemplated by these no-action letters and the Registration Rights Agreement, each holder accepting
the Exchange Offer is required to represent to the Company in the Letter of Transmittal that (i) the Exchange
Notes are to be acquired by the holder or the person receiving such Exchange Notes, whether or not such person
is the holder, in the ordinary course of business, (ii) the holder or any such other person (other than a broker
dealer referred to in the next sentence) is not engaging and does not intend to engage, in distribution of the
Exchange Notes, (iii) the holder or any such other person has no arrangement or understanding with any person
to participate in the distribution of the Exchange Notes, (iv) neither the holder nor any such other person is an
"affiliate" of the Company or any of the Subsidiary Guarantors within the meaning of Rule 405 under the
Securities Act, and (v) the holder or any such other person acknowledges that if such holder or any other person
participates in the Exchange Offer for the purpose of distributing the Exchange Notes it must comply with the
registration and prospectus delivery requirements of the Securities Act in connection with any resale of the
Exchange Notes and cannot rely on those no-action letters, As indicated above, each Participating Broker-Dealer
that receives a New Note for its own account in exchange for Old Notes must acknowledge that it (i) acquired
the Old Notes for its own account as a result of market-making activities or other trading activities, (ii) has not
entered into any arrangement or understanding with the Company or any "affiliate" of the Company or any of
the Subsidiary Guarantors (within the meaning of Rule 405 under the Securities Act) to distribute the Exchange
Notes to be received in the Exchange Offer and (iii) will deliver a prospectus meeting the requirements of the
Securities Act in connection with any resale of such Exchange Notes. For a description of the procedures for
resales by Participant Broker-Dealers, see "Plan of Distribution."
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Registration Rights; Liquidated Damages

Pursuant to the Registration Rights Agreement, the Company and the Subsidiary Guarantors agreed to file
with the Commission the Exchange Offer Registration Statement on the appropriate forin under the Securities
Act with respect to the Exchange Offer. Upon the effectiveness of the Exchange Offer Registration Statement,
the Company will offer to the holders of Transfer Restricted Securities who. are able to make certain
representations the opportunity to exchange their Transfer Restricted Securities for Exchange Notes pursuant to
the Exchange Offer. If (i) the Company or the Subsidiary Guarantors are not required to file the Exchange Offer
Registration Statement or permitted to consummate the Exchange Offer because the Exchange Offer is not
permitted by applicable law or Commission policy or (ii) any holder of Transfer Restricted Securities notifies
the Company prior to the 20th day following consummation of the Exchange Offer that (a) it is prohibited by
law or Commission policy from participating in the Exchange Offer or (b) that it may not resell the Exchange
Notes acquired by it in the Exchange Offer to the public without delivering a prospectus and the prospectus
contained in the Exchange Offer Registration Statement is not appropriate or available for such resales or (c)
that it is a broker-dealer and owns Notes acquired directly from the Company. the Subsidiary Guarantors or an
affiliate thereof, the Company and the Subsidiary Guarantors will file with the Commission a Shelf Registration
Statement to cover resales of the Notes by the holders thereof who satisfy certain conditions relating to the
provision of information in connection with the Shelf Registration Statement For purposes of the foregoing.
"Transfer Restricted Securities" means each Note until (i) the date on which such Note has been exchanged by
a person other than a broker-dealer for an Exchange Note in the Exchange Offer, (ii) following the exchange by
a broker-dealer in the Exchange Offer of a Note for an Exchange Note, the date on which such Exchange Note
is sold to a purchaser who receives from such broker-dealer on or prior to the date of such sale a copy of the
prospectus contained in the Exchange Offer Registration Statement. (iii) the date on which such Note has been
effectively registered under the Securities Act and disposed of in accordance with the Shelf Registration
Statement or (iv) the date on which such Note is distributed to the public pursuant to Rule 144 under the Act.

.The Registration Rights Agreement provides that (i) the Company will file an Exchange Offer Registration
Statement with the Commission on or prior to 120 days after the date upon whic~ the Notes were first issued
(the "Issue Date"), (ii) the Company and the SUbsidiary Guarantors will use their best efforts to have the
Exchange Offer Registration Statement declared effective by the Commission onor prior to 180 days after the
Issue Date, (iii) unless the Exchange Offer would not be permitted by applicable law or Commission policy, the
Company will commence the Exchange Offer and use its best efforts to issue. on or prior to 30 business days
after tbe date on which the Exchange Offer Registration Statement was declared effective by the Commission,
Exchange Notes in exchange for all Notes tendered prior thereto in the Exchange Offer and (iv) if obligated to
file the Shelf Registration Statement, the Company will use its best efforts to file the Shelf Registration Statement
with the Commission on or prior to 30 days after such filing obligation arises and to cause the Shelf Registration
to be declared effective by the Commission on or prior to 120 days after such obligation arises. If (a) the
Company and the Subsidiary Guarantors fail to file any of the Registration Statements required by the
Registration Rights Agreement on or before the date specified for such filing. (b) any of such Registration
Statements is not declared effective by the Commission on or prior to the date specified for such effectiveness
(the "Effectiveness Target Date"), (c) the Company fails to consummate the Exchange Offer within 30 business
days of the Effectiveness Target Date with respect to the Exchange Offer Registration Statement, or (d) the Shelf
Registration Statement or the Exchange Offer Registration Statement is declared effective but thereafter ceases
to be effective or usable in connection with resales of transfer Restricted Securities during the periods specified
in the Registration Rights Agreement (each such event referred to in clauses (a) through (d) above a
"Registration Default' '), then the Company will pay Liquidated Damages to each holder of Notes. with respect
to the first 90-day period immediately following the occurrence of the first Registration Default in an amount
equal to $.05 per week per $1,000 principal amount of Notes held by such holder, The amount of the Liquidated
Damages will increase by an additional $,05 per week per $1,000 principal amount of Notes with respect to each
subsequent 90-day period until all Registration Defaults have been cured. up to a maximum amount of Liquidated
Damages for all Registration Defaults of $.50 per week per $1,000 principal amount of Notes, All accrued
Liquidated Damages will be paid by the Company on each Damages Payment Date to the Global Note holder by
wire transfer of immediately available funds or by federal funds check and to holders of Certificated Securities
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by wire transfer to the accounts specified by them or by mailing checks to their registered addresses if no such
accounts have been specified. Following the cure of all Registration Deiaults, the accrual of Liquidated Damages
will cease.

Holders of Old Notes will be required to make certain representations to the Company (as described in the
Registration Rights Agreement) in order to participate in the Exchange Offer and will be required to' deliver
infonnation to be used in connection with the Shelf Registration Statement and to provide comments on the Shelf
Registration Statement within the time periods set forth in the Registration Rights Agreement in order to have
their Old Notes included in the Shelf Registration Statement and benefit from the provisions regarding Additional
Interest set forth above.

The summary herein of certain provisions of the Registration Rights Agreement does not purport to be
complete and is subject to, and is qualified in its entirety by, all the provisions of the Registration Rights
Agreement, a copy of which is filed as an exhibit to the Exchange Offer Registration Statement of which this
Prospectus is a part.

Following the consummation of the Exchange Offer, holders of the Old Notes who were eligible to
participate in the Exchange Offer but who did not tender their Old Notes will not have any further registration
rights and such Old Notes will continue to be subject to certain restrictions on transfer. Accordingly, the liquidity
of the market for such Old Notes could be adversely affected.

Terms of the Exchange Offer

Upon the terms and subject to the conditions set forth in this Prospectus and in the Letter of Transmittal,
the Company will accept any and all Old Notes validly tendered and not withdrawn prior to 5:00 p.m., New
York City time, on the Expiration Date. The Company will issue $1,000 principal amount of Exchange Notes in
exchange for each $1,000 principal amount of outstanding Old Notes accepted in the Exchange Offer. Holders
may tender some or all of their Old Notes pursuant to the Exchange Offer. However. Old Notes may be tendered
only in integral multiples of $1,000.

The form and terms of the Exchange Notes are the same as the form and terms of the Old Notes except that
(i) the Exchange Notes bear a Series B designation and a different CUSIP Number from the Old Notes, (ii) the
Exchange Notes have been registered under the Securities Act and hence will not bear legends restricting the
transfer thereof and (iii) the holders of the Exchange Notes will not be entitled to certain rights under the
Registration Rights Agreement, including the provisions providing for an increase in the interest rate on the Old
Notes in certain circumstances relating to the timing of the Exchange Offer, all of which rights will terminate
when the Exchange Offer is consummated. The Exchange Notes will evidence the same debt as the Old Notes
and will be entitled to the benefits of the Indentures.

As of the date of this Prospectus, $82,750,000 aggregate principal amount of Old Notes were outstanding.
The Company has fixed the close of business on August 6, 1999 as the record date for the Exchange Offer for
purposes of determining the persons to whom this Prospectus and the Letter of Transmittal will be mailed
initially.

Holders of Old Notes do not have any appraisal or dissenters' rights under the General Corporation Law of
Delaware, or the Indentures in connection with the Exchange Offer. The Company intends to conduct the
Exchange Offer in accordance with the applicable requirements of the Exchange Act and the rules and
regulations of the Commission thereunder.

The Company shall be deemed to have accepted validly tendered Old Notes when, as and if the Company
has given oral or written notice thereof to the Exchange Agent. The Exchange Agent will act as agent for the
tendering holders for the purpose of receiving the Exchange Notes from the Company.
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, If any tendered Old Notes are not accepted for exchange because of an invalid tender, the occurrence of
certain other events set forth herein or otherwise, the certificates for any such unaccepted Old Notes will be
returned, without expense, to the tendering holder thereof as promptly as practicable after the Expiration Date. ,

.. Holders who tender Old Notes in the Exchange Offer will not be required to pay brokerage commissions or
fees or, subject to the instructions in the Letter of Transmittal, transfer taxes with res~t to the excQange "of Old
Notes pursuant to the Exchange Offer. The Company will pay all charges and expenses: 'ci'therth~'transfer taX'es
in certain circumstances, in connection with the Exchange Offer. See "-Fees andEip~nses.", '.,

.' .' ", , "., , . ,

i
,':',

Expiration Date; Extensions; Amendments

The term "Expiration Date" shall mean 5:00 p.m., New York City time, on Septe,rnber 10. 1999, unless the
Company, in its sole discretion, extends the Exchange Offer, in which case the term :'Expiration Date" shall
mean the latest date and time to which the Exchange Offer is extended. . ',

In order to extend the Exchange Offer, the Company will notify the Exchange ~gent of any extension by
oral or written notice and will mail to the registered holders an announcement thereof, each prior to 9:00 a.m.,

11' , ,.",.', . "

New YorkCity time, on the next business day after the previously scheduled expiratio~ date. . ,
),. I !, . '

The Company reserves the right, in its sale discretion, (i) to delay accepting any aid' Notes, to extend 'the
Exchange Offer or to tenninate the Exchange Offer if any of the conditions set' forth below under
"--Conditions" shall not have been satisfied, by giving oral or written notice of such delay, extension or
termination to the Exchange Agent or (ii) to amend the terms of the Exchange Offer in any manner. Any such
delay in acceptance, extension, termination or amendment will be followed as promptly as practicable by oral or
written notice thereof to the registered holders. "

Interest on the Exchange Notes

The Exchange Notes will bear interest from their date of issuance. Holders of Old Notes that are accepted
for exchange will receive, in cash, accrued interest thereon to, but not including, the date of issuance of the
Exchange Notes. Such interest will be paid with the first interest payment on the Exchange Notes on
December 1, 1999. Interest on the Old Notes accepted for exchange will cease to accrue upon issuance of the
Exchange Notes.

Interest on the Exchange Notes is payable semi-annually on each June I and December 1, commencing on
December I, 1999.

Procedures for Tendering

Only a holder of Old Notes may tender such Old Notes in the Exchange Offer. To tender in the Exchange
Offer, a holder must complete, sign and date the Letter of Transmittal, or a facsimile thereof, have the signatures
thereon guaranteed if required by the Letter of Transmittal or submit an Agent's Message in connection with a
book-entry transfer, and mail or otherwise deliver such Letter of Transmittal or such facsimile, together with the
Old Notes and any other required documents, to the Exchange Agent prior to 5:00 p.m., New York City time, on
the Expiration Date. To be tendered effectively, the Old Notes, Letter of Transmittal or Agent's Message and
other required documents must be completed and received by the Exchange Agent at the address set forth below
under "Exchange Agent" prior to 5:00 p.m., New York City time, on the Expiration Date. Delivery of the Old
Notes may be made by book-entry transfer in accordance with the procedures described below. Confirmation of
such book-entry transfer must be received by the Exchange Agent prior to the Expiration Date.

The tenn "Agent's Message" means a message, transmitted by a book-entry transfer facility to, and
received by, the Exchange Agent fanning a part of a confirmation of a book-entry, which states that such book
entry transfer facility has received an express acknowledgment from the participant in such book-entry transfer

100



T
facility tendering the Old Notes that such participant has received and agrees: (i) to participate in the Automated
Tender Option Program (' 'ATOP"); (ii) to be bound by the tenns of the Letter of Transmittal; and (iii) that the
Company may enforce such agreement against such participant. ' '

, ,

By executing the Letter of Transmittal or Agent's Message, each holder will make to the Company the
representations set forth above in the third paragraph under the heading' '-Purpose and Effect of the Exchange
Offer." ,

;. 'Pte tender by a holder and the acceptance thereof by the Company will constitute agreement between such
holder and the Company in accordance with the tenns and subject to the conditions set forth herein and in the
Letter of Transmittal or Agent's Message.

THE .METHOD OF DELIVERY OF OLD NOTES AND THE LETTER OF TRANSMITTAL OR
AGENT'S MESSAGE AND ALL OTHER REQUIRED DOCUMENTS TO THE EXCHANGE AGENT
IS AT THE ELECTION AND SOLE RISK OF THE HOLDER. AS AN ALTERNATIVE TO DELIVERY
BY MAIL, HOLDERS MAY WISH TO CONSIDER OVERNIGHT OR HAND DELIVERY SERVICE.
IN ALL CASES, SUFFICIENT TIME SHOULD BE ALLOWED TO ASSURE DELIVERY TO THE
EXCHANGE AGENT BEFORE THE EXPIRATION DATE. NO LETTER OF TRANSMITTAL OR
OLD NOTES SHOULD BE SENT TO THE COMPANY. HOLDERS MAY REQUEST THEIR
RESPECTIVE BROKERS, DEALERS, COMMERCIAL BANKS, TRUST COMPANIES· OR
NOMINEES TO EFFECT THE ABOVE TRANSACTIONS FOR SUCH HOLDERS.

Any beneficial owner whose Old Notes are registered in the name of a broker, dealer, commercial bank,
trust company or other nominee and who wishes to tender should contact the registered holder promptly and
instruct such registered holder to tender on such beneficial owner's behalf. See "Instructions to Registered
Holder and/or Book-Entry Transfer Facility Participant from Beneficial Owner" included with the Letter of
Transmittal.

Signatures on a Letter of Transmittal or a notice of withdrawal, as the case may be, must be guaranteed by
an Eligible Institution (as defined below) unless the Old Notes tendered pursuant thereto are tendered (i) by a
registered holder who has not completed the box entitled "Special Registration Instructions" or "Special
Delivery Instructions" on the Letter of Transmittal or (ii) for the account of an Eligible Institution. In the event
that signatures on a Letter of Transmittal or a notice of withdrawal, as the case may be, are required to be
guaranteed, such guarantee must be by a member finn of the Medallion System (an "Eligible Institution").

If the Letter of Transmittal is signed by a person other than the registered holder of any Old Notes listed
therein, such Old Notes must be endorsed or accompanied by a properly completed bond power, signed by such
registered holder as such registered holder's name appears on such Old Notes with the signature thereon
guaranteed by an Eligible Institution.

If the Letter of Transmittal or any Old Notes or bond powers are signed by trustees, executors,
administrators, guardians, attorneys-in-fact, offices of corporations or others acting in a fiduciary or
representative capacity, such persons should so indicate when signing, and evidence satisfactory to the Company
of their authority to so act must be submitted with the Letter of Transmittal.

The Company understands that the Exchange Agent will make a request promptly after the date of this
Prospectus to establish accounts with respect to the Old Notes at the book-entry transfer facility, The Depository
Trust Company (the "Book-Entry Transfer Facility"), for the purpose of facilitating the Exchange Offer, and
subject to the establishment thereof, any financial institution that is a participant in the Book-Entry Transfer
Facility's system may make book-entry delivery of Old Notes by causing such Book-Entry Transfer Facility to
transfer such Old Notes into the Exchange Agent's account with respect to the Old Notes in accordance with the
Book-Entry Transfer Facility's procedures for such transfer. Although delivery of the Old Notes may be effected
through book-entry transfer into the Exchange Agent's account at the Book-Entry Transfer Facility unless an
Agent's Message is received by the Exchange Agent in compliance with ATOP, an appropriate Letter of
Transmittal properly completed and duly executed with any required signature guarantee and all other required
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documents must in each case be transmitted to and received or confirmed by the Exchange Agent at its address
set forth below on or prior to the Expiration Date, or, if the guaranteed delivery procedures described below are
complied with, within the time period provided under such procedures. Delivery .of documents to the Book-Entry
Transfer Facility does not constitute delivery to the Exchange Agent.

, . All questions as to .the validity, form, eligibility (including time of receipt), acceptance of tendered Old
Notes and withdrawal of tendered Old Notes will be determined by the Company in its sale discretion, which
determination will be final and binding. The Company reserves the absolute right to reject any and all Old Notes
not properly tendered or any Old Notes the Company's acceptance of which would, in the'opiniOil of counsel for
the Company, be unlawful. The Company also reserves the right in its sole discretion to waive any defects,
irregularities or conditions of tender as to particular Old Notes. The Company's interpretatio'n of the tenns and
conditions of the Exchange Offer (induding the instructions in the Letter of Transmittal) will be final and binding
on all parties. Unless waived, any defects or irregularities in connection with tenders of Old Notes must be cured
within such time as the Issuer shall determine. Although the Company intends to notify .holders of defects or
irregularities with respect to tenders of Old Notes, neither the Issuer, the Exchange Agent nor any other person
shall incur any liability for failure to give such notification. Tenders of Old Notes will ,not be deemed to have
been made until such defects or irregularities have been cured or waived. Any Old ;Notes. r~ceived by the
Exchange Agent that are not properly tendered and as to which the defects or irregularities have not been cured
or waived will be returned by the Exchange Agent to the tendering holders, unless otherwise provided in the
Letter of Transmittal, as soon as practicable following the Expiration Date.

Guaranteed Delivery Procedures

Holders who wish to tender their Old Notes and (i) whose Old Notes are not immediately available, (ii)
who cannot deliver their Old Notes, the Letter of Transmittal or any other required documents to the Exchange
Agent or (iii) who cannot complete the procedures for book-entry transfer, prior to the Expiration Date, may
effect a tender if:

(a) the tender is made through an Eligible Institution;

(b) prior to the Expiration Date, the Exchange Agent receives from such Eligible Institution a properly
completed and duly executed Notice of Guaranteed Delivery (by facsimile transmission, mail or hand
delivery) setting forth the name and address of the holder, the certificate number(s) of such Old Notes and
the principal amount of Old Notes tendered, stating that the tender is being made thereby and guaranteeing
that, within three New York Stock Exchange trading days after the Expiration Date, the Letter of
Transmittal (or facsimile thereot) (or, in the case of a book-entry transfer, an Agent's Message) together
with the certificate(s) representing the Old Notes (or a confirmation of book-entry transfer of such Notes
into the Exchange Agent's account at the Book-Entry Transfer Facility), and any other documents required
by the Letter of Transmittal will be deposited by the Eligible Institution with the Exchange Agent~ and

(c) such properly completed and executed Letter of Transmittal (of facsimile thereof), as well as the
certificate(s) representing all tendered Old Notes in proper fonn for transfer (or a confirmation of book-entry
transfer of such Old Notes into the Exchange Agent's account at the Book-Entry Transfer Facility), together
with a Letter of Transmittal (or facsimile thereof), properly completed and duly executed, with any required
signature guarantees (or, in the case of a book-entry transfer, an Agent's Message) and all other documents
required by the Letter of Transmittal are received by the Exchange Agent upon three New York Stock
Exchange trading days after the Expiration Date.

Upon request to the Exchange Agent, a Notice of Guaranteed Delivery will be sent to holders who wish to
tender their Old Notes according to the guaranteed delivery procedures set forth above.

Withdrawal of Tenders

Except as otherwise provided herein, tenders of Old Notes may be withdrawn at any time prior to 5:00 p.m.,
New York City time, on the Expiration Date.

102

I

1,1



------------
To withdraw a tender of Old Notes in the Exchange Offer, a telegram, telex, letter or facsimile transmission

notice of withdrawal must be received by the Exchange Agent at its addrc::ss set forth herein prior to 5:00 p.m.,
New York City time, on the Expiration Date. Any such notice of withdrawal must (i) specify the name of the
person having deposited the Old Notes to be withdrawn (the "Depositor"), (Ii) identify the Old Notes to be
withdrawn (including the certificate number(s) and principal amount of such Old Notes, or, in the case of Old
Notes transferred by book-entry transfer, the name and number of the account at the Book-Entry Transfer Facility
to be credited), (iii) be signed by the holder in the same manner as the original signature on the Letter of
Transmittal by which such Old Notes were tendered (including any required signature guarantees) or be
accompanied by documents of transfer sufficient to have the Trustee with respect to the Old Notes register the
transfer of such Old Notes into the name of the person withdrawing the tender and (iv) specify the name in which
any such Old Notes are to be registered, if different from that of the Depositor. All questions as to the validity,
form and eligibility (including time of receipt) of such notices will be determined by the Company, whose
determination shall be final and binding on all parties. Any Old Notes so withdrawn will be deemed not to have
been validly tendered for purposes of the Exchange Offer and no Exchange Notes will be issued with respect
thereto unless the Old Notes so withdrawn are validly retendered. Any Old Notes which have been tendered but
which are not accepted for exchange will be retumed to the holder thereof without cost to such holder as soon as
practicable after withdrawal, rejection of tender or termination of the Exchange Offer. Properly withdrawn Old
Notes may be retendered by following one of the procedures described above under "-Procedures for
Tendering" at any time prior to the Expiration Date.

Conditions

Notwithstanding any other term of the Exchange Offer, the Company shall not be required to accept for
exchange, or exchange Exchange Notes for, any Old Notes, and may tenninate or amend the Exchange Offer as
provided herein prior to the Expiration Date, if:

(a) any action or proceeding is instituted or threatened in any court or by or before any governmental
agency with respect to the Exchange Offer which, in the reasonable judgment of the Company, might
materially impair the ability of the Company to proceed with the Exchange Offer or any material adverse
development has occurred in any existing action or proceeding with respect to the Company or any of its
subsidiaries; or

(b) any law, statute, rule, regulation or interpretation by the staff of the Commission is proposed,
adopted or enacted, which, in the reasonable judgment of the Company, might materially impair the ability
of the Company to proceed with the Exchange Offer or materially impair the contemplated benefits of the
Exchange Offer to the Company; or

(c) any governmental approval has not been obtained, which approval the Company shall, in its
reasonable discretion, deem necessary for the consummation of the Exchange Offer as contemplated hereby.

If the Company determines in its reasonable discretion that any of the conditions are not satisfied prior to
the Expiration Date, the Company may (i) refuse to accept any Old Notes and return all tendered Old Notes to
the tendering holders, (ii) extend the Exchange Offer and retain all Old Notes tendered prior to the expiration of
the Exchange Offer, subject, however, to the rights of holders to withdraw such Old Notes (see "-Withdrawal
of Tenders ") or (iii) waive such unsatisfied conditions with respect to the Exchange Offer and accept all properly
tendered Old Notes which have not been withdrawn.

Exchange Agent

Harris Trust and Savings Bank has been appointed as Exchange Agent for the exchange of Exchange Notes
for Old Notes pursuant to the Exchange Offer. Questions and requests for assistance, requests for additional
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copies of this Prospectus or of the Letter of Transmittal and requests for Notice of Guaranteed Delivery should
be directed to the Exchange Agent addressed as follows:

HARRIS TRUST AND SAVINGS BANK, DEPOSITARY
clo Harris Trust Company of New York

r~r'i
-)

By Mail:
Wall Street Station

P.O. Box 1023
New York, NY 10268-1023

'Attention: Reorganization Dept.
By Hand:

Receive Window
88 Pine Street, 19th Floor

Attention: Reorganization Dept.
Confirm by Telephone:

(212) 701-7624

Overnight Courier:
88 Pine Street, 19th Floor

New York, NY 10005
Attention: Reorganization Dept.

Facsimile Transmission:
(for Eligible Institutions Only)

(212) 701-7636 or 7637

DELIVERY TO AN ADDRESS OTHER THAN SET FORTH ABOVE WILL NOT CONSTITUTE A VALID
DELIVERY.

Fees and Expenses

The expenses of soliciting tenders will be borne by the Company. The principal solicitation is being made
by mail; however, additional solicitation may be made by telegraph, telecopy, telephone or in person by officers
and regular employees of the Company and its affiliates.

The Company has not retained any dealer-manager in connection with the Exchange Offer and will not
make any payments to brokers, dealers, or others soliciting acceptances of the Exchange Offer. The Company,
however, will pay the Exchange Agent reasonable and customary fees for its services and will reimburse it for
its reasonable out-of pocket expenses in connection therewith.

The cash expenses to be incurred in connection with the Exchange Offer will be paid by the Company.
Such expenses include fees and expenses of the Exchange Agent and Trustee, accounting and legal fees and
printing costs, among others.

Accounting Treatment

The Exchange Notes will be recorded at the same carrying value as the Old Notes, which is face value, as
reflected in the Company's accounting records on the date of exchange. Accordingly, no gain or loss for
accounting purposes will be recognized by the Company. The expenses of the Exchange Offer will be expensed
over the tenn of the Exchange Notes.

Consequences of Failure to Exchange

The Old Notes that are not exchanged for Exchange Notes pursuant to the Exchange Offer will remain
restricted securities. Accordingly, such Old Notes may be resold only (i) to the Company (upon redemption
thereof or otherwise), (ii) so long as the Old Notes are eligible for resale pursuant to Rule 144A, to a person
inside the United States whom the seller reasonably believes is a qualified institutional buyer within the meaning
of Rule 144A under the Securities Act in a transaction meeting the requirements of Rule 144A, in accordance
with Rule 144 under the Securities Act, or pursuant to another exemption from the registration requirements of
the Securities Act (and based upon an opinion of counsel reasonably acceptable to the Company), (iii) outside
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the United States to a foreign person in a transaction meeting the requirements of Rule 904 under the Securities
Act, or (iv) pursuant to an effective registration statement under the Securities Act, in each case in accordance
with any applicable securities laws of any state of the United States.

Resale of the Exchange Notes

With respect to resales of Exchange Notes, based on interpretations by the staff of the Commission set forth
in no-action letters issued to third parties, the Company believes that a holder or other person who receives
Exchange Notes, whether or not such person is the holder (other than a person that is an "affiliate" of the
Company or any Subsidiary Guarantor within the meaning of Rule 405 under the Securities Act) who receives
Exchange Notes in exchange for Old Notes in the ordinary course of business and who is not participating, does
not intend to participate, and has no arrangement or understanding with any person to participate, in the
distribution of the Exchange Notes, will be allowed to resell the Exchange Notes to the public without further
registration under the Securities Act and without delivering to the purchasers of the Exchange Notes a prospectus
that satisfies the requirements of Section 10 of the Securities Act. However, if any holder acquires Exchange
Notes in the Exchange Offer for the purpose of distributing or participating in a distribution of the Exchange
Notes, such holder cannot rely on the position of the staff of the Commission enunciated in such no-action letters
or any similar interpretive letters. and must comply with the registration and prospectus delivery requirements of
the Securities Act in connection with any resale transaction, unless an exemption from registration is otherwise
available. Further, each Participating Broker-Dealer that receives Exchange Notes for its own account in
exchange for Old Notes, where such Old Notes were acquired by such Participating Broker-Dealer as a result of
market-making activities or other trading activities, must acknowledge that it will deliver a prospectus in
connection with any resale of such Exchange Notes.

As contemplated by these no-action letters and the Registration Rights Agreement, each holder accepting
the Exchange Offer is required to represent to the Company in the Letter of Transmittal that (i) the Exchange
Notes are to be acquired by the holder or the person receiving such Exchange Notes, whether or not such person
is the holder, in the ordinary course of business, (ii) the holder or any such other person (other than a broker
dealer referred to in the next sentence) is not engaging and does not intend to engage, in the distribution of the
Exchange Notes, (iii) the holder or any such other person has no arrangement or understanding with any person
to participate in the distribution of the Exchange Notes, (iv) neither the holder nor any such other person is an
"affiliate" of the Company within the meaning of Rule 405 under the Securities Act, and (v) the holder or any
such other person acknowledges that if such holder or other person participates in the Exchange Offer for the
purpose of distributing the Exchange Notes it must comply with the registration and prospectus delivery
requirements of the Securities Act in connection with any resale of the Exchange Notes and cannot rely on those
no-action letters. As indicated above, each Participating Broker-Dealer that receives Exchange Notes for its own
account in exchange for Old Notes must acknowledge that it will deliver a prospectus in connection with any
resale of such Exchange Notes. For a description of the procedures for such resales by Participating Broker
Dealers, see' 'Plan of Distribution."

DESCRIPTION OF NOTES

General

The Notes are issued pursuant to an Indenture (the "Indenture") between the Company and Harris Trust
and Savings Bank, as trustee (the "Trustee"), in a private transaction that is not subject to the registration
requirements of the Securities Act. The terms of the Notes include those stated in the Indenture and those made
part of the Indenture by reference to the Trust Indenture Act of 1939 (the "Trust Indenture Act"). The Notes are
subject to all such terms, and holders of Notes are referred to the Indenture and the Trust Indenture Act for a
statement thereof. The form and terms of the Exchange Notes are the same as the form and terms of the Old
Notes (which they replace) except that (i) the Exchange Notes bear a Series B designation and have a different
CUSIP number than the Old Notes. (ii) the Exchange Notes have been registered under the Securities Act and,
therefore, will not bear legends restricting the transfer thereof, and (iii) the holders of Exchange Notes will not
be entitled to certain rights under the Registration Rights Agreement, including the provisions providing for an
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increase in the interest rate on the Old Notes in certain circumstances relating to the timing of the Exchange
Offer, which rights will terminate when the Exchange Offer is consummated. -;"he following summary of the
material provisions of the Indenture, the Pledge Agreement and the Registration Rights Agreement does not
purport to be complete and is qualified in its entirety by reference to such agreements, including the definitions
therein of certain terms used below. Copies of the proposed form of such agreements are available as set forth
below under "-Additional Information." The definitions of certain terms used in the following summary are
set forth below under "-Certain Definitions." For purposes of this summary, the term "Company" refers only
toOnePoint Communications Corp. and not to any of its Subsidiaries.

The Notes are general obligations of the Company and will rank pari passu in right of payment with any
existing or future unsubordinated Indebtedness of the Company and senior in right of payment to any
subordinated Indebtedness of the Company. The Company's obligations under the Notes are guaranteed, fully
and unconditionally, (the "Subsidiary Guarantees") by all of the Company's Restricted Subsidiaries. In addition,
a portion of the Company's obligations on the Notes are secured by a first priority pledge to the Trustee for the
benefit of the holders of the Notes of the Pledged Securities, which will be held in the Escrow Account pursuant
to the Pledge Agreement. The proceeds from the Pledged Securities will be used to pay the first seven interest
payments on the Notes. See "-Interest Reserve" and "-Subsidiary Guarantees." .

The operations of ~e Company are conducted in large part through its Subsidiaries and, therefore, the
Company is dependent upon the cash flow of its Subsidiaries to meet its obligations, including its obligations
under the Notes. See "Risk Factors-The Company Has No Operations and is Dependent Upon Funds From Its
Subsidiaries.' .

Under certain circumstances, the Company will be able to designate Subsidiaries of the Company, including
Subsidiaries that it creates or acquires in the future, to be Unrestricted Subsidiaries. Unrestricted Subsidiaries
will not be subject to many of the restrictive covenants set forth in the Indenture. See' '-Certain Covenants
Restricted Payments."

Subsidiary Guarantees

The Company's payment obligations under the Notes are jointly and severally guaranteed, fully and
unconditionally, (the "Subsidiary Guarantees") by the Subsidiary Guarantors. The obligations of each
Subsidiary Guarantor under its Subsidiary Guarantee will be limited so as not to constitute a fraudulent
conveyance under applicable law. See, however, "Risk Factors-Fraudulent Conveyance Risks."

The Indenture provides that no Subsidiary Guarantor may consolidate with or merge with or into (whether
or not such Subsidiary Guarantor is the surviving Person) another corporation, Person or entity whether or not
affiliated with such Subsidiary Guarantor unless (i) subject to the provisions of the following paragraph, the
Person formed by or surviving any such consolidation· or merger (if other than such Subsidiary Guarantor)
assumes all the obligations of such Subsidiary Guarantor pursuant to a supplemental indenture in fonn and
substance reasonably satisfactory to the Trustee. under the Notes, the Indenture, the Pledge Agreement and the
Registration Rights Agreement; (ii) immediately after giving effect to such transaction, no Default or Event of
Default exists; and (iii) except in the case of any such merger or consolidation with the Company or another
Subsidiary Guarantor, the Company would, on a pro forma basis, immediately after giving effect to such
transaction. be permitted to incur at least $1.00 of additional Indebtedness pursuant to the Debt to Cash Flow
Ratio test set forth in the covenant described below under the caption "-Certain Covenants-Incurrence of
Indebtedness and Issuance of Disqualified Stock."

The Indenture provides that in the event of a sale or other disposition of all of the assets of any Subsidiary
Guarantor, by way of merger, consolidation or otherwise, or a sale or other disposition of all of the capital stock
of any Subsidiary Guarantor, then such Subsidiary Guarantor (in the event of a sale or other disposition, by way
of such a merger, consolidation or otherwise, of all of the capital stock of such Subsidiary Guarantor) or the
corporation acquiring the property (in the event of a sale or other disposition of all of the assets of such
Subsidiary Guarantor) will be released and relieved of any obligations under its Subsidiary Guarantee; provided
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that the Net Proceeds of such sale or other disposition are applied in accordance with the applicable provisions
of the Indenture. See' '-Repurchase at Option of Holders-Asset Sales."

Principal, Maturity and Interest

The Notes are limited in aggregate principal amount to $82.75 million. The Notes will mature on June I,
2008. Interest on the Notes will accrue at the rate of 14112 % per annum and will be payable semi-annually in
arrears on June 1 and December 1 of each year (each, an "Interest Payment Date"), commencing on
December 1, 1999, to holders of record on the immediately preceding May 15 and November 15. Interest on the
Notes accrues from the most recent date to which interest has been paid or, if no interest has been paid, from the
date of original issuance. Interest is computed on the basis of a 360-day year comprised of twelve 30-day months.
Principal of and premium, interest and Liquidated Damages, if any, on the Notes is payable at the office or
agency of the Company maintained for such purpose or, at the option of the Company, payment of interest and
Liquidated Damages may be made by check mailed to the holders of the Notes at their respective addresses set
forth in the register of holders of Notes; provided that all payments of principal, premium, inter~st and Liquidated
Damages with respect to Notes the holders of which have given wire transfer instructions to the Company will
be required to be made by wire transfer of immediately available funds to the accounts specified by the holders
thereof. Until otherwise designated by the Company, the Company's office or agency will be the office of the
Trustee maintained for such purpose. The Notes are issued in denominations of $1,000 and integral multiples
thereof.

Interest Reserve

A portion of the Company's obligations under the Notes will be secured pending disbursement pursuant to
the Pledge Agreement by a pledge of the Pledged Securities. Upon the consummation of the Initial Offering, the
Company used approximately $80.5 million of the net proceeds of such offering to purchase, and pledged to the
Trustee, for the benefit of the holders of the Notes, the Pledged Securities, which are in an amount intended to
be sufficient upon receipt of scheduled interest and principal payments, to provide for payment in full when due
of the first seven scheduled interest payments on the Notes. The Pledged Securities are pledged as security for
the payment of the principal of and interest on the Notes, Liquidated Damages, if any, and all other Obligations
of the Company under the Indenture and the Notes. When each of the first seven interest payments is due, the
Trustee will apply the proceeds of a sufficient amount of Pledged Securities to pay the interest then due.

Upon the acceleration of the maturity of the Notes or upon certain redemptions and repurchases of the
Notes, the Pledge Agreement provides that the Trustee will apply the proceeds of a sufficient amount of Pledged
Securities to pay the amounts owed by the Company to holders of the Notes at such time. Immediately following
the earlier of (i) the payment in full of the seventh scheduled interest payment on the Notes and (ii) the day on
which all of the Notes have been repurchased, redeemed or defeased, if no Default or Event of Default is then
continuing, the remaining Pledged Securities, if any, will be released from the Pledge and the outstanding Notes
(if any) will be unsecured obligations of the Company. The ability of holders of the Notes to realize upon any
such funds or receive payment from the proceeds of the Pledged Securities may be subject to certain bankruptcy
law limitations in the event of a bankruptcy of the Company.

Optional Redemption

The Notes will not be redeemable at the Company's option prior to June 1, 2003. Thereafter, the Notes wilt
be subject to redemption at any time at the option of the Company, in whole or in part, upon not less than 30 nor
more than 60 days' notice, at the redemption prices (expressed as percentages of principal amount) set forth
below, plus accrued and unpaid interest and Liquidated Damages, if any, thereon to the applicable redemption
date, if redeemed during the twelve-month period beginning on June I of the years indicated below:

Year Percentage

,.s

2003 .
2004 '" .
2005 " .
2006 and thereafter .
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Notwithstanding the foregoing, on or prior to June 1, 2001, the Company may redeem up to 35.0% or
approximately $61,250,000 of the aggregate principal amount of Notes issued under the Indenture at a
redemption price of 114.5% of the principal amount thereof, plus accrued and unpaid interest and Liquidated
Damages, if any, thereon to the redemption date, with the net cash proceeds of one or more public or private
offerings of Conunon Stock generating net cash proceeds to the Company in excess of $20.0 million; provided
that at least 65.0% of the aggregate principal amount of Notes issued on the Closing Date remains outstanding
immediately after the occurrence of such redemption.

Selection and Notice

If less than all of the Notes are to be redeemed at any time, selection of Notes for redemption will be made
by the Trustee in compliance with the requirements of the principal national securities exchange, if any, on which
the Notes are listed, or, if the Notes are not so listed, on a pro rata basis, by lot or by such method as the Trustee
shall deem fair and appropriate; provided that no Notes of $1,000 or less shall be redeemed in part. Notices of
redemption shall be mailed by first class mail at least 30 but not more than 60 days before the redemption date
to each holder of Notes to be redeemed at its registered address. Notices of redemption may not be conditional.
If any Note is to be redeemed in part only, the notice of redemption that relates to such Note shall state the
portion of the principal amount thereof to be redeemed. A new Note in principal amount equal to the unredeemed
portion thereof will be issued in the name of the holder thereof upon cancellation of the original Note. Notes
called for redemption become due on the date fixed for redemption. On and after the redemption date, interest
ceases to accrue on Notes or portions of them called for redemption.

Mandatory Redemption

The Company is not required to make mandatory redemption or sinking fund payments with respect to the
Notes.

Repurchase at the Option of Holders

Change of Control

Upon the occurrence of a Change of Control, the Indenture requires the Company to make an offer to each
holder of Notes, to repurchase all or any part (equal to $1,000 or an integral multiple thereat) of such holder's
Notes pursuant to the offer described below (the "Change of Control Offer") at an offer price in cash equal to
101 % of the aggregate principal amount thereof, plus accrued and unpaid interest and Liquidated Damages, if
any, thereon to the date of purchase (the "Change of Control Payment"). Within ten business days following
any Change of Control, the Company will mail a notice to each holder describing the transaction or transactions
that constitute the Change of Control and offering to repurchase Notes on the date specified in such notice, which
date shall be no earlier than 30 days and no later than 60 days from the date such notice is mailed (the' 'Change
of Control Payment Date"), pursuant to the procedures required by the Indenture and described in such notice.
The Company will comply with the requirements of Rule 14e-1 under the Exchange Act and any other securities
laws and regulations thereunder to the extent such laws and regulations are applicable in connection with the
repurchase of the Notes as a result of a Change of Control.

On the Change of Control Payment Date, the Company will, to the extent lawful, (i) accept for payment all
Notes or portions thereof properly tendered pursuant to the Change of Control Offer, (ii) deposit with the Paying
Agent an amount equal to the Change of Control Payment in respect of all Notes or portions thereof so tendered
and (iii) deliver or cause to be delivered to the Trustee the Notes so accepted together with an Officers'
Certificate stating the aggregate principal amount of Notes or portions thereof being purchased by the Company.
The Paying Agent will promptly mail to each holder of Notes so tendered the Change of Control Payment for
such Notes, and the Trustee will promptly authenticate and mail (or cause to be transferred by book entry) to
each holder a new Note equal in principal amount to any unpurchased portion of the Notes surrendered, if any;
provided that each such new Note will be in a principal amount of $1,000 or an integral multiple thereof. The
Company will publicly announce the results of the Change of Control Offer on or as soon as practicable after the
Change of Control Payment Date.
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1
The Change of Control provisions described above will be applicable whether or not any other provisions

of the Indenture are applicable. Except as described above with respect to a Change of Control, the Indenture
does not contain provisions that permit the holders of the Notes to require that the Company repurchase or
redeem the Notes in the event of a takeover, recapitalization or similar transaction.

The Company will not be required to make a Change of Control Offer upon a Change of Control if a third
party makes the Change of Control Offer in the manner, at the times and otherwise in compliance with the
requirements set forth in the Indenture applicable to a Change of Control Offer made by the Company and
purchases all Notes validly tendered and not withdrawn under such Change of Control Offer.

There is no assurance that, in the event of a Change of Control, the Company will have or have access to
" adequate funds to repurchase the Notes.

Asset Sales

The Indenture provides that the Company will not, and will not permit any of its Restricted Subsidiaries to,
consummate an Asset Sale unless (i) the Company or such Restricted Subsidiary, as the case may be, receives
consideration at the time of such Asset Sale at least equal to the fair market value (evidenced by a resolution of
the Board of Directors set forth in an Officers' Certificate delivered to the Trustee) of the assets or Equity
Interests issued or sold or otherwise disposed of and (ii) at least 80% of the consideration therefor received by
the Company or such Restricted Subsidiary is in the form of cash or Cash Equivalents; provided that the amount
of (a) any liabilities (as shown on the Company's or such Restricted Subsidiary's most recent balance sheet) of
the Company or such Restricted Subsidiary (other than contingent liabilities and liabilities that are by their terms
subordinated to the Notes or any guarantee thereof) that are assumed by the transferee of any such assets pursuant
to a customary novation agreement that releases the Company or such Restricted Subsidiary from further liability
and (b) any securities, notes or other obligations received by the Company or such Restricted Subsidiary from
such transferee that are contemporaneously (subject to ordinary settlement periods) converted by the Company
or such Restricted Subsidiary into cash (to the extent of the cash received), shall be deemed to be cash for
purposes of this provision.

Within 270 days after the receipt of any Net Proceeds from an Asset Sale, the Company may, subject to the
provisions of the Indenture described under "--Certain Covenants-Restricted Payments," (a) apply such Net
Proceeds to the permanent repayment of any Indebtedness that is pari passu with the Notes or (b) (i) apply such
Net Proceeds to the acquisition of the assets or a majority of the voting equity interests of another Person, the
making of capital expenditures, or the acquisition of other long-term assets, in each case, in or used or useful in
the Telecommunications Business or (ii) enter into a binding commitment to apply, within 120 days of the date
of such commitment, such Net Proceeds as described in clause (i) above. Pending the final application of any
such Net Proceeds, the Company may temporarily reduce revolving credit borrowings or otherwise invest such
Net Proceeds in any manner that is not prohibited by the Indenture. Any Net Proceeds from Asset Sales that are
not applied or invested as provided in the first sentence of this paragraph will be deemed to constitute' 'Excess
Proceeds." When the aggregate amount of Excess Proceeds exceeds $5.0 million, the Company will be required
to make an offer to all holders of Notes (an"Asset Sale Offer") to repurchase the maximum principal amount
of Notes that may be purchased out of the Excess Proceeds, at an offer price in cash in an amount equal to 100%
of the principal amount thereof, plus accrued and unpaid interest and Liquidated Damages, if any, thereon to the
repurchase date, in accordance with the procedures set forth in the Indenture. To the extent that any Excess
Proceeds remain after consummation of an Asset Sale Offer, the Company may use such Excess Proceeds for
any purpose not otherwise prohibited by the Indenture. If the aggregate principal amount of Notes tendered
pursuant to such Asset Sale Offer exceeds the amount of Excess Proceeds, the Trustee shall select the Notes to
be purchased on a pro rata basis. Upon completion of such offer to purchase, the amount of Excess Proceeds
shall be reset at zero.

Certain Covenants

Restricted Payments

The Indenture provides that the Company will not, and will not permit any of its Restricted Subsidiaries to,
directly or indirectly: (i) declare or pay any dividend or make any other payment or distribution on account of
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the Company's or any of its Restricted Subsidiaries' Equity Interests (including, without limitation, any payment
in connection with any merger or consolidation involving the Company or any of its Restricted Subsidiaries) or
to the direct or indirect holders of the Company's or any of its Restricted Subsidiaries' Equity Interests in their
capacity as such (other than dividends or distributions payable in Equity Interests (other than Disqualified Stock)
of the Company or to the Company or a Restricted Subsidiary of the Company); (ii) purchase, redeem or
otherwise acquire or retire for value (including, without limitation, in connection with any merger or
consolidation involving the Company) any Equity Interests of the Company or any Curect or'indirectparent\)f
the Company (other than any such Equity Interests owned by the Company or any Restricted Subsidiary of the
Company); (iii) make any payment on or with respect to, or purchase, redeem, defease or otherwise acquire Of
retire for value, any Indebtedness that is subordinated to the Notes, except a payment of interest or principal at
Stated Maturity; or (iv) make any Restricted Investment (all such payments and other actions set forth in clauses
(i) through (iv) above being collectively referred to as "Restricted Payments"), unless, at the time of and after
giving effect to such Restricted Payment:

(a) no Default or Event of Default shall have occurred and be continuing or would occur as a
consequence thereof;

(b) the Company would, at the time of such Restricted Payment and after giving pro forma effect
thereto as if such Restricted Payment had been made at the beginning of the applicabie four-quarter period,
have been pennitted to incur at least $1.00 of additional Indebtedness pursuant to the Debt to Cash Flow
Ratio test set forth in the first paragraph of the covenant described below under caption "-Incurrence of
Indebtedness and Issuance of Disqualified Stock"; and

(c) suchRestricted Payment, together with the aggregate amount of all other Restricted Payments made
by the Company and its Restricted Subsidiaries after the Closing Date (excluding Restricted Payments
permitted by clauses (ii), (iii) and (iv) of the next succeeding paragraph), is less than the sum, without
duplication, of (i) (A) Cumulative Consolidated Cash Flow minus (B) the product of 1.75 and Cumulative
Interest Expense, in each case as of the date of such Restricted Payment, plus (ii) 100% of the aggregate
net cash proceeds received by the Company since the Closing Date as a contribution to its common equity
capital or from the issue or sale of Equity Interests of the Company (other than Disqualified Stock) or from
the issue or sale of Disqualified Stock or debt securities of the Company that have been converted into such
Equity Interests (other than Equity Interests (or Disqualified Stock or convertible debt securities) sold to a

.. Subsidiary of the Company), plus (iii) to the extent that any Restricted Investment that was made after the
date of the Indenture is sold for cash or otherwise liquidated or repaid for cash, the lesser of (A) the cash
return of capital with respect to such Restricted Investment (less the cost of disposition, if any) and (B) the
initial amount of such Restricted Investment, plus (iv) in the event the Company or any Restricted
Subsidiary makes an Investment in a Person that, as a result of or in connection with such Investment,
becomes a Restricted Subsidiary, an amount equal to the lesser of (A) the fair market value of such Person
at the time it becomes a Restricted Subsidiary as evidenced by a resolution of the Board of Directors set
forth in an officers' certificate delivered to the Trustee or (B) the net amount of Restricted Investments made
in such Person prior to its becoming a Restricted Subsidiary.

So long as no Default has occurred and is continuing or would be caused thereby, the foregoing provisions
will not prohibit: (i) the payment of any dividend within 60 days after the date of declaration thereof, if at said
date of declaration such payment would have complied with the provisions of the Indenture; (ii) the redemption,
repurchase, retirement, defeasance or other acquisition of any subordinated Indebtedness or Equity Interests of
the Company in exchange for, or out of the net cash proceeds of the substantially concurrent sale (other than to a
Subsidiary of the Company) of, other Equity Interests of the Company (other than any Disqualified Stock);
provided that the amount of any such net cash proceeds that are utilized for any such redemption, repurchase,
retirement, defeasance or other acquisition shall be excluded from clause (c)(ii) of the preceding paragraph; (iii)
the defeasance, redemption, repurchase or other acquisition of subordinated [ndebtedness with the net cash
proceeds from an incurrence of Pennitted Refinancing Indebtedness; (iv) the payment of any dividend by a
Restricted Subsidiary of the Company to the holders of its common Equity Interests on a pro rata basis; (v) the
payment of cash in lieu of fractional shares of Common Stock pursuant to the Warrant Agreement; and (vi) the

110



1
repurchase, redemption or other acquisition or retirement for value of any Equity Interests of .the Company or
any Restricted Subsidiary of the Company held by any member of the Company's or any of its Restricted
Subsidiaries' management; provided that the aggregate price paid for all such repurchased, redeemed, acquired
or retired Equity Interests shall not exceed $250,000 in any twelve-month period. . '<,"!', l.l.'~ ..

I .. , :. , ,;': \:,' ..;i. :,' ;r; ; ~ ;

The. amount of all Restricted Payments (other than.cash) ~hall be th<?, fa~. Jfllu:.~et ...value. onJhe date of the
Restricted Payment of the assl?t(s). or securities proposed t<? be transferred or issued by the Company or such
Restricted Subsidiary, as the case may be, pursuant to the Restricted Payment. The fair market value of any assets
or securities that are required to be valued by this covenant shall be determined by the' Board of Directors whose
resolution with respect thereto shall be delivered to the Trustee, such determination to be based upon an opinion
or'appraisal issued by an accountIng, appraisal or investment banking firm of national standing if such fair market
value exceeds $5.0 million. Not later than the date of making any Restricted Payment, the Company shall deliver
to the Trustee an Officers' Certificate stating that such Restricted Payment is permitted and setting forth the basis
upon which the calculations required by the covenant "Restricted Payments" were computed, together with a
copy of any fairness opinion or appraisal required by the Indenture,

The Board of Directors may designate any Restricted Subsidiary to be an Unrestricted Subsidiary if such
designation would not cause a Default. For purposes of making such determination, all outstanding Investments
by the Company and its Restricted Subsidiaries (except to the extent repaid in cash) in the Subsidiary so
designated will be deemed to be Restricted Payments at the time of such designation and will reduce the amount
available for Restricted Payments under the first paragraph of this covenant. All such outstanding Investments
will be deemed to constitute Investments in an amount equal to the fair market value of such Investments at the
time of such designation. Such designation will only be pennitted if such Restricted Payment would be permitted
at such time and if such Restricted Subsidiary otherwise meets the definition of an Unrestricted Subsidiary. Any
such designation by the Board of Directors shall be evidenced to the Trustee by filing with the Trustee a certified
copy of the Board Resolution giving effect to such designation and an Officers' Certificate certifying that such
designation complied with the foregoing conditions and was permitted by the "Restricted Payments" covenant.

If, at any time, any Unrestricted Subsidiary would fail to meet the definition of an Unrestricted Subsidiary,
it shall thereafter cease to be an Unrestricted Subsidiary for purposes of the Indenture and any Indebtedness of
such Subsidiary shall be deemed to be incurred by a Restricted Subsidiary of the Company as of such date (and,
if such Indebtedness is not permitted to be incurred as of such date under the covenant described under the
caption "-Incurrence of Indebtedness and Issuance of Disqualified Stock," the Company shall be in default of
such covenant).

The Board of Directors of the Company may at any time designate any Unrestricted Subsidiary to be a
Restricted Subsidiary; provided that such designation shall be deemed to be an incurrence of Indebtedness by a
Restricted Subsidiary of the Company of any outstanding Indebtedness of such Unrestricted Subsidiary and such
designation shall only be permitted if (i) such Indebtedness is permitted under the covenant described under the
caption' '-Incurrence of Indebtedness and Issuance of Disqualified Stock," calculated on a pro forma basis as
if such designation had occurred at the beginning of the four-quarter reference period, and (ii) no Default or
Event of Default would be in existence following such designation.

Incurrence of Indebtedness and Issuance of Disqualified Stock

The Indenture provides that the Company will not, and will not pennit any of its Restricted Subsidiaries to,
directly or indirectlY, create, incur, issue, assume, guarantee or otherwise become directly or indirectly liable,
contingently or otherwise, with respect to (collectively, "incur") any Indebtedness (including Acquired Debt) or
issue any Disqualified Stock; provided, however, that the Company may incur Indebtedness (including Acquired
Debt) or issue shares of Disqualified Stock if the Company's Debt to Cash Flow Ratio is greater than zero and
less than or equal to (a) 5.0 to 1, if such incurrence is on or prior to June I, 2001, and (b) 4.5 to I, if such
incurrence of issuance is after June I, 200 I, in each case determined on a pro forma basis (including a pro forma
application of the net proceeds therefrom) as if the additional Indebtedness had been incurred at the beginning of
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the Company's most recently ended four full fiscal quarters for which internal financial statements are available
immediately preceding the date on which such additional Indebtedness is incurred. Notwithstanding the
foregoing, neither the Company nor any of its Restricted Subsidiaries may incur any Indebtedness that is
contractually subordinated in right of payment to any other Indebtedness of the' Company or such Restricted
Subsidiary unless such Indebtedness is also contractually subordinated in right of payment to the Notes on
subsi:antiaiIy 'identical terms; provided, however, that no Indebtedness of ,~~ ,'Company or any 'Restricted
Subsidiary shall be deemed to be contractually subordinated in right of payment'to'any other Indebtedness of the
Company or such Restricted Subsidiary solely by virtue of being unsecured, '- 'F! '

- " .' .,:! . I : -", : '"

. _.'. i . .'. ... . :',' i. :.
, The provisions of the first paragraph of this covenant will not apply to the incurrence of any r;>f the following

items of Indebtedness (collectively, "Permitted Debt")::,' ""

, (i) the incurrence by the Company of Indebtedness from a bank or other financial institution in an
aggregate amount at anyone time outstanding not to exceed the greater of (a) $25 million and (b) 80% of
the face amount of all accounts receivable owned by the Company as of such date that are not more than 90
days past due;

, (ii) the incurrence by the Company and its Restricted Subsidiarles of Existing Indebtedness;

(iii) the incurrence by the Company and its Restricted Subsidiaries of Indebtedness represented by the
Notes and the Subsidiary Guarantees;

(iv) the incurrence by the Company or any of its Restricted Subsidiaries of Permitted Refinancing
, Indebtedness in exchange for, or the net proceeds of which are used to refund, refinance or replace

Indebtedness (other than intercompany Indebtedness) that was permitted by the Indenture to be incurred
under the first paragraph hereof or clauses (ii), (iii), (vi) or (vii) of this paragraph;

(v) the incurrence by the Company of Indebtedness in an aggregate principal amount at anyone time
outstanding, not to exceed 2.0 times the sum of the net cash proceeds received by the Company after the
Closing Date as a capital contribution or from the issuance and sale of Equity Interests (other than
Disqualified Stock) to a Person that is not a Subsidiary of the Company to the extent that such net cash
proceeds have not been used to make Restricted Payments pursuant to clause (c)(ii) of the first paragraph or
clauses (ii), (iii) or (vi) of the second paragraph of the covenant described under the caption "-Restricted
Payments" or Investments described under clause (vi) of the definition of Pennitted Investments; provided
that such Indebtedness does not mature prior to the Notes and has a Weighted Average Life to Maturity
greater than that of the Notes;

(vi) the incurrence by the Company and its Restricted Subsidiaries of Vendor Debt; provided that the
aggregate amount of such Vendor Debt does not exceed the sum of (a) 100% of the total cost of any digital
loop carriers or switches acquired therewith and (b) 80% of the total cost of any other Telecommunications
Equipment or Telecommunications Related Assets acquired therewith;

(vii) the incurrence by the Company or any of its Restricted Subsidiaries of Indebtedness in connection
with the acquisition of (a) a Person engaged in a Telecommunications Business or (b) Telecommunications
Related Assets, which include contractual rights of entry, in each case in an aggregate amount not to exceed
the product of $650 and the number of acquired telephony or video subscribers (as stated in an Officers'
Certificate delivered to the Trustee);

(viii) the incurrence by the Company or any of its Restricted Subsidiaries of intercompany
Indebtedness; provided, however, that (a) any subsequent issuance or transfer of Equity Interests that results
in any such Indebtedness being held by a Person other than the Company or a Restricted Subsidiary of the
Company and (b) any sale or other transfer of any such Indebtedness to a Person that is not either the
Company or a Restricted Subsidiary of the Company shall be deemed, in each case, to constitute an
incurrence of such Indebtedness by the Company or such Restricted Subsidiary, as the case may be, that
was not pennitted by this clause (viii);
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(ix) the incurrence by the Company or any of its Restricted Subsidiaries of Hedging Obligations that
are incurred for $e purpose of fixing or hedging interest rate risk 'Nith respect to any. floating rate
Indebtedness that is Permitted by the 'terms of this Indenture La be outstanding; and .' ,.

. '. '. .. . . ' .

(x) the Guarantee by the Company or any of its Restricted Subsidiaries of Indebtedness o( the
Company or any of its Restricted Subsidiaries permitted to be incurred pursuant to the Debt to Cash Flow
Ratio test set forth in the first paragraph of this covenant or pursuant to any of clauses (i) through (v) or
(vii) through (ix) of this covenant, which guarantee has the same ranking relative to the Notes and the
Guarantees as the guaranteed Indebtednessdoes",

For purposes of determining compliance with this covenant, in the event that an item of proposed
Indebtedness meets the criteria of more than one of the categories of Permitted Debt described in clauses (i)
through (ix) above as of the date of incurrence thereof or is entitLed to be incurred pursuant to the first paragraph
of this covenant as of the date of incurrence thereof, the Company shall, in its sole discretion, classify such item
of Indebtedness on the date of its incurrence in any manner that complies with this covenant. ,Accrual of interest
and accretion or amortization of original issue discount will not be deemed to be an incurrence of Indebtedness
for purposes of this covenant. ' .. , ..' . . .

Liens

The Indenture provides that the Company will not, and will not permit any of its Restricted Subsidiaries to,
directly or indirectly, create, incur, assume or suffer to exist any Lien of any kind on any asset now owned or
hereafter acquired, or any income or profits therefrom or assign or convey any right to receive income therefrom,
except Permitted Liens.

Dividend and Other Payment Restrictions Affecting Subsidiaries

The tndenture provides that the Company will not, and will not permit any of its Restricted Subsidiaries to,
directly or indirectly, create or otherwise cause or suffer to exist or become effective any encumbrance or
restriction on the ability of any Subsidiary to (i)(a) pay dividends or make any other distributions to the Company
or any of its Restricted Subsidiaries (1) on its Capital Stock or (2) with respect to any other interest or
participation in, or measured by, its profits, or (b) pay any Indebtedness owed to the Company or any of its
Restricted Subsidiaries, (ii) make loans or advances to the Company or any of its Restricted Subsidiaries or (iii)
transfer any of its properties or assets to the Company or any of its Restricted Subsidiaries. However, the
foregoing restrictions do not apply to encumbrances or restrictions existing under or by reason of (a) Existing
Indebtedness as in effect on the Closing Date, (b) the Indenture and the Notes. (c) applicable law, (d) any
instrument governing Indebtedness or Capital Stock of a Person acquired by the Company or any of its Restricted
Subsidiaries as in effect at the time of such acquisition (except to the extent such Indebtedness was incurred in
connection with or in contemplation of such acquisition), which encumbrance or restriction is not applicable to
any Person, or the properties or assets of any Person, other than the Person, or the property or assets of the
Person, so acquired, provided that, in the case of Indebtedness, such Indebtedness was permitted by the tenns of
the Indenture to be incurred, (e) customary non-assignment provisions in contracts entered into in the ordinary
course of business, (f) purchase money obligations for property acquired in the ordinary course of business that
impose restrictions of the nature described in clause (iii) above on the property so acquired, (g) any agreement
for the sale of a Subsidiary that restricts distributions by that Subsidiary pending its sale, (h) Permitted
Refinancing Indebtedness, provided that the restrictions contained in the agreements governing such Permitted
Refinancing Indebtedness are no more restrictive, taken as a whole, than those contained in the agreements
governing the Indebtedness being refinanced, (i) secured Indebtedness otherwise permitted to be incurred
pursuant to the provisions of the covenant described above under the caption "-Liens" that limits the right of
the debtor to dispose of the assets securing such Indebtedness, (j) provisions with respect to the disposition or
distribution of assets or property in joint venture agreements and other similar agreements entered into in the
ordinary course of business and (k) restrictions on cash or other deposits or net worth imposed by customers
under contracts entered into in the ordinary course of business.
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